
Ordinance amending Planning Code Sections 315.2, a-fl4.315.3. and 315.6 to expand the

application of the Inclusionary Affordable Housing Program to buildings of five units

[Expand the Inclusionary Affordable Housing Program to include Buildings of 5 units or more.]
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Additions are single-underline italics Times New Roman;
deletions are strikethreugh italics Timcs New Reman.
Board amendment additions are double underlined.
Board amendment deletions are strikethrough normal.

9 Be it ordained by the People of the City and County of San Francisco:

10 Section 1. The San Francisco Planning Code is hereby amended by amending

11 Sections 315.2, 315.3, and 315.6, to read as follows:

12 SEC. 315.2. FINDINGS.

13 The Board o(Supervisors hereby finds and declares as (ollows:

14 Affordable Housing: The findings in Planning Code Section 315.2 o{the Inclusionary

15 Affordable Housing Ordinance are hereby readopted and updated as follows:

16 1. AtJprdable housing is a paramount statewide concern. In 1980, the Legislature declared

17 in Government Code Section 65580:

18 (ai The availability o(housing is o(vital statewide importance, and the early attainment o(

19 decent housing and a suitable living environment (or every Calitornia family is a priority o{the highest

20 order.

21 f.l2.L- The early attainment ofthis goal rilluires the cooperative participation o(government

22 and the priv{1te sector in an effort to expand housing opportunities and accommodate the housing needs

23 o(Californians o(all economic levels.

24 fJ;L The provision ofhousing atJprdable to low-and moderate- income households requires

25 the cooperation o(allieveis ofgovernment,
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1 (d) Local and state governments have a responsibilitv to use the powers vested in them to

2 filcilitate the improvement and development ofhousing to make adequate provision (or the housing

3 needs ofall economic segments ofthe community. ...

4 The Legislature fitrther stated in Government Code Section 65581 that:

5 It is the intent ofthe Legislature in enacting this article:

6 (a) To assure that counties and cities recognize their responsibilities in contributing to the

7 attainment ofthe state housing goal.

8 (b) To assure that counties and cities will prepare and implement housing elements

9 which...will move toward attainment ofthe state housing goal.

10 (c) To recognize that each localitv is best capable ofdetermining what effprts are required

11 by it to contribute to the attainment ofthe state housing goal....

12 The Cali(ornia Legislature requires each local government agencv to develop a comprehensive

13 long-term general plan establishing policies (or future development. As specified in the Government

14 Code (at Sections 65300, 65302(c), and 65583(c)), the plan must (1) "encourage the development ofa

15 variety oftypes ofhousing (or all income levels, including multifamily rental housing"; (2) "[alssist in

16 the development oradequate housing to meet the needs oflow- and moderate-income households"; and

17 (3) "conserve and improve the condition ofthe existing affordable housing stock, which mav include

18 addressing ways to mitigate the loss ordwelling units demolished by public or private actio!L..~

19 2. San Francisco [aces a continuing shortage ofaffprdable housing (or veo; low and low-

20 income residents. The San Francisco Planning Department reported that (or the (our yearRiIiod

21 between 2000 and 2004, 8,389 total new housing units wer~ built in San Francisco. This number

22 includes 1,933 units (or low and very low-income households out ora total need of3,930 low and very

23 low-income housing units (or the same period. According to the state Department ofHousing and

24 Community Development, there will be a regional need (or 230, 743 new housing units in the nine Bay

25
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Area counties (i-om 1999-2006. O{that amount. at least 58 percent. or 133.164 units, are needed for

moderate, low and verv low-income households. The Association ofBay Area Governments (ABAG) is

responsible for dividing the total regional need numbers among its member governments which

includes both counties and cities. ABA G estimates that San Francisco's low and ver]! low-income

housing production need (i-om 1999 through 2006 is 7,370 units out ofa total new housing need of

20,372 units, or 36% ofall units built, Within the past four years, onlv 23% ofall housing built, or

49% oOhe previouslv projected housing need (or low and ver]! low-income housing for the same

period, was produced in San Francisco. The production ofmoderate income rental units also (ell short

o{the ABAG goal. Onlv 351 moderate income units were produced over the previous tOur years, or 4%

ofall units built, compared to ABAG's call tOr28% ofall units to be affordable to households of

moderate income. Given the need tOr 3,007 moderate income units over the 4-vear period, onlv 12% of

12 the projected need for moderate income units was built.

blishes that extreme housing

5, issued by the Mayor's

3. In response to the above mandate (rom the California Legisl

housing needs [or San Francisco, San Francisco has instituted several strat

affordable housing units. The 2004 Housing Element o{the General Plan I'

support a(fprdable housing production bv increasing site availability and c

affordable housing through the inclusion ofaffordable units in larger housi

City, as established in the General Plan, seeks to encourage the distribution

throughout all neighborhoods and, thereby, offer diverse hOUSi!lg choices at

social integration. The 2004 Housing Element calls [or an increase in the p

housing and for the development ofmixed income housing to achieve social

legislation tunbsis the goals oOhe State Legislature and the General Plan.

4, The 2005 Consolidated Plan for July 1, 2000 - June 30, 200

Office ofCommunitv Development and the Mayor's Office ofHousing, esta

19 1d promote economic and

21 and cultural diversity. This

20 roduction o(new affordable

16 apacity for permanently

17 ng projects, Further, the

22

23

24

25

15 ecognizes the need to

14 egies (or producing new

18 ofaffordable housing

13 ature and the projections of
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pressures face San Francisco, particularlv in regard to low- and moderate-income residents. Manv

elements constrain housing production in the Citv. This is especially true ofaffordable housing. As

discussed in the 2004 Housing Element published bv the City Planning Department, San Francisco is

largelv built out, with very few large open tracts of/and to develop. As noted in the 2000 Consolidated

Plan, its geographical location at the northern end ofa peninsula inherently prevents substantial new

development. There is no available adjacent land to be annexed, as the cities located on San

Francisco's southern border are also dense urban areas. Thus new construction ofhousing is limited

to areas ofthe Citv not previously designated as residential areas, infill sites, or to areas with

increased densitv. New market-rate housing absorbs a significant amount o{the remaining supplv of

land and other resources available fOr development and thus limits the supply ofaffordable housing.

There is a great need for affordable rental and owner-occupied housing in the Citv. Housing

cost burden is one ofthe major standards {or determining whether a localitv is experiencing inadequate

housing conditions, defined as households that expend 30% or more ofgross income {or rent or 35% or

more ofhousehold income for owner costs. The 2000 Census indicates that 64,400 renter households

earning up to 80% ofthe area median income are cost burdened. Ofthese, about 25,000 households

earn less than 50% AMI and pav more than 50% oCtheir income to rent. According to more recent

data 6'01n the American Housing Survey, 80,662 total renter households, or 41%. are cost burdened in

2003. A significant number ofowners are also cost burdened. According to 2000 Census data, 18,237

ofowners are cost-burdened, or 23% ofall owner households. The 2003 American Housing Survey

indicates that this level has risen to 29%.

The San Francisco residential real estate market is one ofthe most expensive in the United

States. In Mav 2005, the California Association oiRealtors reported that the median priced home in

San Francisco was $755,000. This is 18% higher than the median priced home one veal' earlier, 44%

higher than the State ofCali{ornia median, and,365% higher than the nation average. While the

II
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apartment was $1821, which is affordable to households earning over $74,000.

reach o(low and moderate income households. In May 2005, the average rent for a 2-bedroom

national homeownership rate is approximatelv 69%, onlv approximatelv 35% o{San Franciscans own

their own home. The majoritv o{market-rate homes for sale in San Francisco are priced out o[the

I These filctors contribute to a heavv demand for affordable housing in the City that the private

I market cannot meet, Each veal' the number ofmarket rate units that are affordable to low incomeI

households is reduced by rising market rate rents and sales prices. The number ofhouseholds

benefiting {rom rental assistance programs is far below the need established bv the 2000 Census.

Because the shortage o(affordable housing in the Citv can be expected to continue (or many years, it i

necessary to maintain the affordability ofthe housing units constructed bv housing developers under

this Program, The 2004 Housing Element ofthe General Plan recognizes this need. Objective 1 ofth

Housing Element is to prOVide new housing, especially permanentlv affordable housing, in appropriat

locations which meets identified housing needs and takes into account the demand fOr affordable

housing created bv employment demand. Objective 6 is to protect the affordability o(existing housin

and to ensure that housing developed to be affordable be kept affordable lsa: 50 - 75 veal' terms, or

even longer i{possible.

In 2004 the National Housing Conference issued a survey entitled "Inclusionarv Zoning: The

CalifOrnia Experience," The survey fOund that as ofMarch 2003, there were 107 cities and counties

I using inclusionarv housing in CalifOrnia, one-fifth ofall localities in the state. Overall, the

inclusion(//y requirements were generating large numbers o(affordable units, Onlv six percent of

jurisdictions reported voluntarv programs, and the voluntary nature appears to compromise the local

ability to guarantee affordable housing production. While there was a wide range in the a{{ordability

percentage-requirements for inclusionary housing, the average requirement fOr affprdability in rental

,
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developments is 13%. Approximatelv halfofall jurisdictions require at least 15% to be affordable. and

one-quarter require 20% or more to be affordable.

5. Development ofnew market-rate housing makes it possible for new residents to move to

the Citv. These new residents place demands on services provided by both public and private sectors.

Some o(the public and private sector employees needed to meet the needs o(the new residents earn

incomes onlv adequate to pal' [or affprdable housing. Because affordable housing is in short supply

within the Citv, such emplovees mal' be fOrced to live in less than adequate housing within the Citv, pal'

a disproportionate share oOheir incomes to live in adequate housing within the City, or commute ever-

increasing distances to their jobs (rom housing located outside the Citv. These circumstances harm the

Citvs abilitv to attain goals articulated in the Citv's General Plan and place strains on the Citv's ability

11 ! to accept and service new market-rate housing development.

12 6. The development ofaffordable housing on the same site as market-rate housing

13 increases social and economic integration vis-it-vis housing in the City and has corresponding social

ts
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,
and economic benefits to the City. Inclusionarv housing provides a healthy job and housing balance.

Inclusionm)' housing provides more affordable housing close to employment centers which in turn ma

have a positive economic impact bv reducing such costs as commuting and labor costs. However, ther

mal' also be trade-offs where constructing affordable units at a ditferent site than the site ot the

principle project may produce a greater number ofaffordable units without additional costs to the

project applicant. Ifa project applicant mal' produce a significantlv greater number ofaffprdable uni

off-site then it is in the best interest ofthe City to permit the development ofaffprdable units at a

different location than that ofthe principle project.

7. Provided project applicants can take these requirements into consideration when

negotiating to purchase land for a housing project, the requirements ofthis Section are generally

.financially feasible for project applicants to meet, particularly because o(the benefits being conferred
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bv the City to housing proiects under this ordinance. This ordinance provides a means bv which a

project applicant mav seek a reduction or waiver o(the requirements ofthis mitigation tees ifthe

project applicant can show that imposition o(these requirements would create an unlawful financial

burden.

5 8. Conditional Use and Planned Unit Development Permits permit the development of

14
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certain uses not permitted as o(right in specific districts or greater density o(permitted residential

uses. As the General Plan recognizes. through the conditional use and planned unit development

process. applicants for housing projects generally receive material economic benefits. Such applicants

are generally permitted to build in excess o(the generally applicable black letter requirements o(the

Planning Code for housing projects resulting in increased density. bulk. or lot coverage or a reduction

in parking or other requirements or an approval ofa more intensive use over that permitted without the

conditional use permit or planned unit development permit. Through the conditional use and planned

unit development process. building standards can be relaxed in order to promote lower cost home

construction. An additional portion ofSan Francisco's atJprdable housing needs can be supplied (with

no public subsidies or financing) by private sector housing developers developing inclusionary

atJprdable units in their large market-rate projccts in exchange (or the density and other bonuses

conferred bv conditional use or planned unit development approvals, provided it is financiallv

attractive for private sector housing developers to seek such conditional use and/or planned unit

development approvals.

9. Live/work as defined in the Planning Code recognizes that "residential living space" is

an integral part ora live/work unit. A substantial portion ofnew housing development in San

Francisco has been live/work units in Mixed Use Districts South ofMarket and in industrially zoned

areas ofSan Francisco where residential development has not traditionallv been permitted as o(right.

Live/work development projects are subject to less stringent development standards than other types of
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1 housing projects in certain Mixed Use Districts and industriallv zoned areas. Live/work developments

2 are conferred an equivalent benefit as projects going through the conditional use or planned unit

3 development permit process by virtue ofthe [act that (]) live/work developments are not required to get

4 a conditional use permit fOr housing development in some Mixed Use Districts and in all industrially

5 zoned districts where other residential uses are required to get a conditional use permit: (2) live/work

6 developments receive a five [oat height bonus above prevailing height limits (or specific

7 neighborhoods: (3) live/work units are permitted to cover 100% ora lot rather than the stricter lot

8 coverage requirements that apply to other residential development, typicallv requiring rear yards equal

9 to 15 feet in length or 25% o(the lot. whichever is greater. Given these benefits conferred bv statute

10 which allow live/work developments to exceed the limitations on other housing development in the Citv.

11 the Board o[Supervisors finds that, (or purposes ofthis Program, live/work developments are

12 conferred a private benefit equal to or in excess o(housing projects which require a conditional use or

13 planned unit development permit. The relaxed building standards applied to live/work proiects

14 promote the ability to include lower cost home production in live/work projects. A unit meets the

15 definition o[Cali(ornia Ovil Code Section 1940(c) as a "dwelling unit" because it "is used as a home,

maintain a common household." Live/work units shall not be considered "commercial real property"

. for purposes o(Ovil Code Section 1954.25 et seq.

.\ residence or sleeping place by one person who maintains a household or by two or more persons who

I
17

16

18

19 10. The City wants to balance the burden on private property owners_with the demonstrated

20 need (or affordable housing in the City. For the reasons stated above, the Board o(Supervisors thus

21 intends to apply an inclusionary housing requirement to all residential projects 0(5 units or more. In

22 order to balance the burden on property owners, the Board intends to limit the application o(an

23 inclusionary housing requirement to 10% [or housing projects that do not receive any o(the benefits

24 described above through the conditional use or planned unit development process, or in live/work

25
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projects. A slightlv higher percentage will be applied to projects which generally receive benefits

through the conditional use or planned unit development process, or in live/work projects. The

Housing Element (Policy 4.2) states: Include affprdable units in larger housing developments. It also

calls for the Citv to review its inclusionarv housing program regularly to ensure fair burden and not

constrain new housing production. The Board ofSupervisors has reviewed the inclusionarv affordable

housing program and finds that, for purposes ofthe Housing Element ofthe General Plan, a housing

7 i project oLfive units or more is a larger housing project. Expanding the inclusionary housing

8 requirements to buildings oLfive units or more ensures more fair burden on all housing development

cby readopted.
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Section 313.2 for thc Jobs-Housing Linkage

g to the shortage ofaffordable housing, the low

£II requires the coepe."ative participation of

vironment for eve/)' Celifomia /3mi(,;' is a priority

aunt stf1tewide concern. In 1980, the Legislature

f :'ital stale:\'ide importf1nce, and the early

and housing epportunities and aeeommodate the

er and moderatc income, and the decrease in

i

I and will not constrain new housing production.
I

\

K. The findings ofPlanning Code

Program, Planning Code Sections 313 et seq., relatin
I

vacancv rate ofhousing affordable to persons of/ow

construction ofaffordable housing in the City are her

SEC. 315.2. FINDLVGS.

The Botfrtl ofSupervisors herebyfinds

A. AJJerdtfble housing is a param

declared i/1 Government Cede Seetion 65580:

(a) The amil£lbility a/housing is 0\

attainment &/decent housing and a suitable living en

a/the highest order.

(b) J7w early attainment &fthis go

government and the primte secler in an effort to exp

housing needs a/Californians ofall eeonomic le:'els.
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(e) The prevision afheb/sing affardahie ta l-a'" ami maderate il/eame hab/sehel-ds

requires the cooperation alallleveis afgovernment.

fd) Lacal a,~d state gavernme11ls have a respansihilit)' ta use the pa:l'ers '.'ested in

them ta facilitate the impravement and develepment afhausing Ie make adequate pr(wisian fOr the

hetlsing needs afa!! ecanemic segments ofthe cammb/nity.."

The LegisliJib/rejiirther stated in GaverJ1ment Code Section e558I that:

7 11 is the intent afthe Legisl·t:!b/re in enacting this artiele:

8 ftz)

9

10 (h) To assure that eaul/ties and cities will prepare and implcment hablSingelemcnts

11 whieh".will move toward attainment of the state heming goal.

12 (e) Te reeognise that eaeh locality is best rnj3able ofdetermi,~ing :1 hat efl{Hts are

13 required by it te centribute to the attainment ofthe state hausing gaal""

14 The Colifornia Legislature requires each lacal government agency te devel-ep a

rate
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I Ga~'enl!nent Cade fat Sectians e53{)(), e53()](c), and e5583(c)), the plan must (1) "enCGllf'{i'gC the

IdC','elopl11el/t afa ;wriety aftypes ofhausil/gfar all il1came levels, iI/eluding multifomil)' rental

housing",· 12l "{a}ssist i,~ the develepmel1,' a/adequate housing Ie meet the I/eeds afl-a:\' andmedei ...)

ineome households "; fmd (3) "consene and inq'Jre;'e the conditien afthe existing affa/"(lablc hous!!

stack, ',.,.hich may inelude addJ'essi,~gways ta mitigate the l-ass ofd:\'elling 1mits demolished by pub

pri:'f1te «etion. n

B. San Franciscofaces a eantinuing shartage afajJ-ardable hausi,~gfar very l-e'

and l-aw incame resMents. The San Francisca Plf1,~ningDepartmcnt repartcd that far thc pastlcm
,

years, 3,199 units oflow and very la:',' incame housing \VCR' built ill San Frtmeisca out efa tetal

,
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0/15, 1(}3 units fer the sameperiad. Accardillg ta the stale Dcpartment a/Housing and Cammunity

Devel+ffH//Cnt, there will he a regianal needflJr 23(}, 743 new hausing units in the nine Bay Area

caulltiestram 1999 2(}(}6. Ofthl1t amount, at least 58pereent, ay 133,164l/nits, are neetledfer

moderate, lew alld vel;,' la:" ineame hause haMs. The Assaciatian ofEay Aree Cavemments (ABACI' is

respallsiMe far dividing the tatal regianelneedl'lltmbers armmg its member gaverl'lmellts :"hich

i,'whldes bath calmties and cities. ABA G estimetes that San Franeisea's la:" and very lev.. illeeme

haltsingpredilctianneed thraugh 2()(}6 is 7,37()units altt afa taud lIew holtsing need of2(},372 units,

Within the past ten .;·em'S, less than 25% a/the previoltsly projected holtsing need v,as produced ill Sail

Franeisca. The /Ie:" ABAG hal/sing gaals will require that San Franeisea praduee mare t-han twice the

10 amount frf l+f',v and verr Imv illcome housing within half the time.

11 c. 171 reftponse to the above mandatefram the Californici Legisll1ture and the

12 projections &fhousil'lg needs fer San F'raneisca, San I'ra:wisco has instituted several stretegies fer

13 producing new affOrdable hallsing linits. The Gelleffll Plall Residential Element recagnizes the need Ie

14 increase the amaltnt ofltmd tn'8ilable and imprave building resaureesfarpermanentlv afjOrdable

lilg

San
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1 tII'(/lbl1 1,1auslllg tt1I'81tgfi tfie mc USlan e; tl} art t1 e WI! s m argermar>W rEi e tlallslllgpYOJee s. :l.4:lr ,r1cr,

Cit)', as established in the General Plan, seeks ta eneaurttge the distribl/tian e;{afjOrdaMT3 housing

threug;'haut ,dl neighbarheods and, thereby, a/fer di:'eyse hausing cheices andpr8mate eeenamie an

secial integ."tltien. The General Pklll calls fer an inCl'ease in the productian &/new afjOrdable hallS

andfer the dC';e!fJj3mellt e;£mixed incame hausing ta achieve sacial and cultural di:'Crsity. Asane

strt/tegy ta aehie,'e these goals, the Geneml Plan states that "{i},"lchtsian afafjerdable hausing shau

be required tiS a eenditien a/appr8l'alafhausingprejects eantaining 1() ar mere units v.'hich seek

Planning Cemmission £tppraval as canditienal uses arplanned unit tlevelepments." This legiskltion

furthers the goals e;£the State Legisl-ature and the General Plan. Far heusingprojects ta :vhich this

1 . /. 1" . . . d d / 1 Dl . C ., (;,' '1/' I' i i. . ££gls,atlen I!j3pdes It IS IIlten~> to rep,-aee Me n-amunganmusslan ulh6mesJ+fr ·flpdcat18n 0;
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Francisce's InclusielUlI)' Ajfertl£/blc Heusing Pelicy. Fer heusingprejects te which this legislatien

dees Flet apply because e/the apphcatien dete, it is intended that the PI,ll1ning Cemmissie,'l Guidelines

in effect at the time a/project apprewd, ;vhere applicable, will apply.

D. The 2000 Censehdeted Plan for July 1, 2000 v~iIle 30, 2005, issued by the

Mayer's Offiee a/Cemmunity Development and the Mayer's Office oINeusing establishes that exireme

heHsingpressuresfece San Francisce, pm1icularlv in r£3fo,YiIW Ie 1<3;v and mede""lte fneeme residents.

Afany elements censtmin heusingprel!iletien in the City. This is especially true efafferdtlble housing.

San Francisee is largely huilt eut, and its geegrephicallecatien at the nerthem end e/a peninsHkl

inherently pre)'ents substantial ne;-; de;'elepmellt. There is ne a)'ail,lble adjacent l·and Ie be a11l1cxed, as

the cities l<3cated en San FNlI1cisce's seuthern herder are alsa dense urban areas. Thlls new

cOilstruetian afhausing is limited te areas efthe City natpre)'iausly designated as residentic:lareas,

infill sites, ar to areas Veith inereased density. lVe;v market ,"ete heusing abserbs (I significant am81mt

a/the remaining sbljJf!ly a/kmd and ether resellrees a','clil£/hlejor develepnwl1t and thus limits the

,supp(y' e/affardable hal/sing.

There is a great needfor af/emlable rental and awner eecupied housing in the City. The

Wle/llWY rate fer residential renlitzl preperty has elre-pped Significantly since 1999 90 when the

Residence Element 1992 AnnuczlEvalHatien Rcpert reparted a 1.2percent citywide vaeanC)i rate (for

19M), alUi the U. S. Census shewed a D. 9 percelll )'acancy rate (as e-f199()). Data Forn the San

Francisee rental rnarketFem RealFactsfor 2000 inthcates a ;'{{cancy rate e/l,9pereeni. Rents en

ne;~{'y' occupied residential units have riscn dramatically. Neusing cost burden is enc ofthe majer

stantl£/rds for determining whether a lomUt)' is experiencing iI/adequate hel/sing centlitions; the

Consolidated ,ohm defines a hel/sehold expending 30 percent er more e/its grass inceme fer housing

costs as experiencing a cest bur,4en. According te the 1990 Census, 38.1 perceni a/San Franciscans
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1 experienced a cast burtlen iii ,199() and, accarding ta mare reccnt datafram the American Housing

2 Sztr:'ey', this level had risen ta 45 percent in 1993,

3 The San Francisca residential rcal estate market is ane a/the mast expensive in t,~e

4 United States, A Fehruary 1999 repartji-am the Natiallal Assacia:ien e/Realtars falmd that Stlll

5 Francisco had the highest median price efexisting homes in the United States, In the ,1 98(}'s average

6 home prices in San F'raneisee rose nearly three times as/as! as the overall cast afliving in Son

7 Franeisce according to dataji-em the Bay Area Council and I99(} Census. An analysis a/sales data

8 .tram a three manth period in 1999 gathered by' American Real Es/ilte 8el+ltians shewed that ofl, 42()

9 fill, confirmed, ami verified stiles, the median sales price was $39(), (}(}(). This study, among others,

10 demonstrates that the majority ofmarket rate homes fBI' sale in San Fr<l1wisca are priced out tifthe

11 reach oflti:" and mederate income hmiseholds.

12 These factors contributc to a hea:'}' demandfar ajf{J!-d£lhle heusing in the Cit}' that the

13 pri',wte market cannot meC.'. Each year the numher ofmarket rate units that are affordable ta low

14 income houscho!<is is reduced h.y rising market rate rents and sales prices. The number efhousehef.ds

15 hencfitingfrem ren/ill assista,~ee j9regrams is jtlr helew the need estahlished by the I9P(} Census.

16 Because the shertage efaff{j/'(lahle housing in the Gity can he cxpected ta cantinue far mallYyears, it is

17 necessary to maintain the affordability ofthe housing ullits constructed hy housing de:'elopers WIder

18 this Program. The ResidenNal Element ofthe General Pl£IJl (017jective 9, Policy 2) rccagni~es this

19 need andpro:,ides that tlfferdahle units sheultl he required to rem6in tlffordahle far at least 50.Vears

20 and, v,'here passihle, fa!- l13nger.

21 In /994 the CalijiJrnia Cealilion fBI' Rural Ileusing Project issued a study entitlcd

22 I "Creating Affertitlhle Cam}I11i,~ities: [nelllsienal)' Iiellsing Programs in <Alii/emia." The studyfmmd

I
',23 that at least 64jurisdictiol1s in CaI~'ePl1ia had indusienm)' housing programs flild tIutt, e,'erall, the

24 indusienar,. requirements were genemting l£lrge numhers efafffjrdable units. Sixty six percent efthe

25
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1 indusielUllT pregrmns studied ;,'ere mClIld-atory pragrams and the mmidat8i)' pregrams were preven ta

housing in Ihe Cily ami has eOYl'esponding S'&Ci-al

ce a significantly grefltel' number ofafJorciable units

ajJerdab!e units without additional eosls to the

;v markct rate heusing de.'e!<Jj3melit.

Ising provides fI hetillhyjab and housing bakll'lce.

le units al a different site Ihan the site ofthe

6'ing e!tlse 10 empleymenl eelilers ."hich ill lum may

oJ'ees necdedta mcel the needs ()flhe new residents

'ed by a 15% requiremenllhat ',WIS the second mosl

m housiJig !oealed outside the Gily. These
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ds an serviccs provided by both public find privale

Ising, Ci 10% i"Cquirement is Ihe mosl cammon,

Ie housing an the same site as markel rale housing

'tlle /tensing makes it possible fer ne~r ,vcsident8 to

ousing. Because a.fferdab!e housing is in shari

s arlieuhlted ill the Cily's General ,ohm flndp!{zcc

costs as commuting and !dbor costs. !le;vel'er, there

ermilthe de;'elopmenl ofa.fferdflbfe unils at a

S Ie live in fldequale heusing within the City, er

cd 10 li'ce in less than adequate housing ;\ilhin the

t' ,'elwita:), pregmms. While therc W6IS €I wide rmIgCt'ff t 9i Cmore Cj cc .'ve ,~. €I }}W11, or OJ measures mHl de

in the perecnt6lgc requirements J+,r incl-lisionary ha!

occurring in 39% ofthe jurisdictions studied, jol!e%

cammen.

E. Dc.'elopment ofnell' m6lrkct l'

ma,'C te the City. These new residents pl6lee dem(l/!

seetors. Some efthepublie amlprivate secter empl

cttrn incames anly adequate W p{lYlor ajJtlrdable h

supp(v within the City, such e:np-!-e.vees m{lY be forc

City, p{ly {l dis}~roper {ionate share oftheir 111C81'1'1C

cam mule e'er increasing distances ta theirjabsfra

eircumst{lnces harm the City's 61bdit}' te aU6Iin geed

slrains en the Ci(y"S {lbilily Ie {lCCCJ3I {iiui service ne

1;' The developmenl afafftlrd{lb, .

increases sacial Cind ecenamie imegralien ,'is it vis

and eeerwl11ie benefits te the City. Inelusienar)! hm

Indusianwy housingprevides mere affeiYl6lble hOIl

hElve a p8sUh'c economic impact by reducing such

nUL)' tdse be trade efJs .~'herc constructing afferdab:;

princip!eprejeet m6lypretluce a greater number ef

pre/eet applicant. !fa project applicant nwy produ

offsite then it is In the best interest afthe City top

different location thtm that &fthe pri.~cipleprtijcet.
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G Pra,'idedprtrject &]9JJlicants ctl/l ttllw these requiremClltS ima cansideratian vdow

negatialing ta purchase kmdfGr Co' hausing preject, the reqNirements ofthis Section are generally

financiall)'feasible ferpl'&jeet applicants ta meet, )9articuffll'lv beeaNse a/the bencfil7; being effered fry

the City ta hausingprajects Ihat cain!"l)' with this Seetien. Same a/the requi."Cl'ilCllts ofthLv &ehan ar

being phased in aver a periad alane year, sa that preiect apf!lical1ts ',vill have adequate natice of thes

requi}'£'me>~ts ami can take them inte eansideratien when negetitlting ta pNrchase kwd/el' fl project.

This 8ectian pr8','ides a meaNS 13;' which a pre-ieet (lJ3f!licant may seek a reductian or Vdlivcr o.{the

requirements ofthis Scelian if the praject ap}'llicant can shaw thfit illipasition ofthese requirements

','>'ouM creatc an unlaw/ulfinancial burden.

N Camiitianal Use and Planned UHit Develep ment Permits permit the

develepment ofeertain uses Hot permitted as efright in speeific distriets ar greater density afpermitte

residential uses. As the General Plan recogHizes, thrau/",'h the cenditianal Nse and pkmned ,mit

development process, applicmlts ffJr hausingprejects generally receivc material ccanamic benefits.

StICh applicants are genemllypermitted ta build in excess a/the genendl)' applicable bliwk letter

requirements afthe Planning Cade.fer hausingprojeets re,nt!ting in increased density, bNh'i, ar ITYt

ea,'cregc ar a reductian ill parking ar ather mquirements ar an approvel afe mare imensh'e use aver

that permitted ,vithaut the canditianelusepermit arplenlled ullit develTJj3melltpermit. Thraugh the

I eanditianaluse alldpfflnlled unit de,'elopl1lentprecess, [miMing stand+JI'f1s ean be rel+Jxed in arder la

pramete ITYwer cast hame eanstruetian. An f1dditianf11 partian a£Sen C'ffl'wisea's 'ljJer"'b'e ']f)/'S;'lgJ •. ~ i", t. tra t , .0 •. H

needs can be supplied (with na publie subsidies arfinaneing) by private sector hausing developers

develTJj3ing inclusianary a/fTYrdf1ble units in their large market rateprejects in exchange,ler the d-cnsi(

ami ather banuses calT/erred by eanditional use arplamwd 'Un;t de1>el8j9ment aPJ3ra~'£1ls, pl'8vitled it is

fil1al1eia!ly (IttJ'Clctiveferpriwite seeter hausing develTYpers ta seek such eenditianal use and/arplmll1e

UJ1it llevelepmel1t ElPfJl'a','als.
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, The Residential Element ofthe General Phm (Objective 7, Policy 1) IJr'8~'ides:L

that flS land not previously used fer residential space is crevelq>edfer residcntial fiSC, sflch develepme;

sheul-d also previde fer a minimum '}£ '()O"'TJeu'l1ancnt'" 'ifJ8r1elJle wlits fir 'I" ueyide'lti't' de,'C1ep'nel''J 1 / j i r . "oy U U Ci i J' L n" r t 1 • 1 <

cellteining mere than I () units. LiveA, erk as defined in the Plenning Cede recegni::.es that IIresidentia

livillg space" is an integral part ofa live/werle unit. A substa,~tial periien a/Hew heusing develepment

m San Francisee has been li~le-/:vG)* un/(s in Ah¥ed Use Districts Seuth ofMarket and in indllstrially

zened areas o/San Francisce ,vhere residential develepmellt has net tnltlitienally been permitted as OJ

;·ight. Li'.'e/we:* dO'elopment projects are subject te less stringent develepmellt standards thall ether

tYi9es a/housing prejccts in certain Mixed Use Districts and industrially zenet! areas. Live/v.'erk

develepnlCnts are eenfcrred an equivalent benefit as prejects geing threugh the eemiitienal use or

pltilll1ed unit develepment permit precess by )'irtue of thefact that fl' live-/:vork tlevelepmc1'lts are not:../

required te get a cenditiGlwl use permit for heh'Sing dC','Ciepment in seme P,fixed Use Districts and in

all i1Uhlstrially zaned districts where ether ;'esideniial uses ere required te get a cenditiemd use permi

(2) lh;e/,vork dc<'elepments receive eftvefeet height bemlS ebe)'epre'ktiling height limits,0r speeijie

neighberheeds; (3) liw!hverk units ere permitted te ce:'er I ()()% ofa let rather thfm the strieter let

ee:'er61ge requirements thet tipplr' te ether residentiel deveIq>ment, typically requiring rear yards equ

te ! jfeet in length er 25% efthe let, ,vhiche'.'er is greflter. Given these benefits cel1ferred by sta/l1te

'which alto"v live/:vm* deve!-opmcHts to exceed the limitations on ether heusing develfJpment ill the

the Beard efSuper.'isersfillds that, J0r fJurpeses oft/tis PreglTlJll, li:'c/,~'erk dCl'ClfJpment~ are

ce:~'Cr!'ed a private benefit eq,wlte er in excess ejheusing projects rt'hieh require fl cenditie:wl use 0/

planned unit de;'e!epment permit. The ;'elaxed buif<lingstamklrds applied te li-,,'cAl>'ork projects

I
premetc the abilit}' te inehlde !ewer cest heme preductien ill liveAverk projects. A unit meets-1he

cretinitien efCalif8mia Civil Cede Sectien I 94()(c) "dwelling Uilit" because it "is used as a heme,as a

residence er sleeping phll'e by ene persen ;,he mflintains a he1iSehef.d er by t',\'6 er mere persens whe
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1 mainttlin a cammon hOb/sellah!. 11 Li:'c/'.vork H::1'lits slutZ! not he censid-ered "commercial real propcrtJ' f!

2 ferfJlIrfJoses efGi,'il Cede Sectien 1954,25 et seq,

3 T
if, The Gity wallts te balanee the bllrdel1 en private prepert)' o,vllers with the

Page 17
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hereby readopted,

9 Commission approval as a conditional use or

ltte "0%/er heusing projects that do net receive any

lit develepment precess, er in live/werk prejec/'~,

heusing requil'Cme:lI te all residential prejeets of,' 0

'ill be £lppl-icd to fYF8jects -..dlich ge;wr-aIZ"r' reCCI\'C

iena/use orph1l'meti unit tlc':cl&19meniprocess, or in

&-W, 2001,

ewer and mederate income, and the decrease in

alillg te the shertage eftljJerdablt, heusing, the 1t3;v

19repertyowners, the Beard intends ,'e limit the

ts; and

ede Sectiell 313,2 fer the Jebs Net/sing Linkage

ch was optioned or acquired or an environmental

Iy to any housing project that

ding permit or a site permit filed with the

nning Department on or after June 18, 2001 for

Cit}'. For the reasons stated abeve, the Beard &}demonstrated needfer I/ffl'mklble heusing ill the

Snpen'isers thus illtends to lil'fJly lin inclusien(JJT

units er more, In erder 18 balance the burdell en 1

al'fJlicatien gfan illelusielUli}' heusing requiremel

efthe benefits described abe,'e threugh the condit

h'ce/;verk fJ/Y:rfects, A slighl(" higher percentage "

be,~efits threugh the cemhtienal use er planned CI/

K. nwfindings g} Planning C

Pregram, Planning Cede Seeliens 313 et seq" reI

vacancy rate etheusing fTjJertlable to persens &fl

censtructioll &} fTjJerdable housing in the City are

SEC. 315.3. APPLICATION,

(a) This Ordinance shall app

(1 ) All applications for a bull

Department of Building Inspection or the Pia

housing projects 'Nhich:

(,I') Consists of teA five or more uni

(B) (11 Does not require Plannin

planned unit development-;--an4

(C) Haves a project site whi

evaluation application that was filed after Jun
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(2) All applications for a conditional use or planned unit development permit

filed with the Planning Department on or after June 18,2001 for housing projects which:

(A) Consists of ten or more units; and

---tl(B~)l--Require~ Planning Commission approval as a conditional use or planned

unit development.

(3) All applications for a building permit or a site permit filed with the Planning

Department or the Building Department on or after June 18,2001 for housing projects v'Ihich:

(A) Consists of ten or more units; and

(B) Consists of live/work units as defined by Planning Code Section 102.13.

(4) Housing projects which require Planning Commission approval of replacement

housing destroyed by earthquake, fire or natural disaster only where the destroyed housing

included units restricted under the Residential Inclusionary Housing Program or the City'S

13

20

18

19

predecessor inclusionary housing policy, condominium conversion requirements, or other

14 I, affordable housing program.

1511\ (b) This ordinance shall apply to all housing projects of 5to 9 units that filed their

16 \' first application, including an environmental evaluation application or any other Planning

17 Department application on or after July 18, 2006. For all other housing projects of 10 units or
1

i more, the provisions of the ordinance as it exists on July 18, 2006 shall govern such that the

I[ ordinance applies to all housing projects with qQplications for a building permit or a site permit

filed with the Planning Department or the Buililing Department on or after June 18.2001.,

(Sf) This Ordinance shall not apply to:21

22 (1) That portion of a housing project located on property owned by the United

23 States or any of its agencies or leased by the United States or any of its agencies for a period

24

25
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in excess of 50 years, with the exception of such property not used exclusively for a

governmental purpose;

(2) That portion of a housing project located on property owned by the State

of California or any of its agencies, with the exception of such property not used exclusively

for a governmental or educational purpose; or

(3) That portion of a housing project located on property under the

jurisdiction of the San Francisco Redevelopment Agency or the Port of San Francisco where

the application of this Ordinance is prohibited by California or local law; (4) That portion of a

housing project for which a project applicant can demonstrate that an impact fee under the

Jobs-Housing Linkage Program, commencing with Planning Code Section 313, has been

paid.

(B~D Waiver or Reduction:

(1) A project applicant of any project subject to the requirements in this

Program may appeal to the Board of Supervisors for a reduction, adjustment, or waiver of the

requirements based upon the absence of any reasonable relationship or nexus between the

impact of development and either the amount of the fee charged or the inclusionary

I requirement.

(2) A project applicant subject to the requirements of this Program who has

received an approved building permit, conditional use permit or similar discretionary approval

and who submits a new or revised building permit, conditional use permit or similar

discretionary approval for the same property may appeal for a reduction, adjustment or waiver

of the requirements with respect to the number of lots or square footage of construction

previously approved.
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1 (3) Any such appeal shall be made in writing and filed with the Clerk of the Board no

2 later than 15 days after the date the Planning Department sends notice to the project

3 applicant of the number of affordable units required as provided in Section 315.4(a) and

4 315.5(a). The appeal shall set forth in detail the factual and legal basis for the claim of waiver,

5 reduction, or adjustment. The Board of Supervisors shall consider the appeal at the hearing

6 within 60 days after the filing of the appeal. The appellant shall bear the burden of presenting

7 substantial evidence to support the appeal, including comparable technical information to

8 support appellant's position. The decision of the Board shall be by a simple majority vote and

9 shall be final. If a reduction, adjustment, or waiver is granted, any change in use within the

10 project shall invalidate the waiver, adjustment, or reduction of the fee or inclusionary

11 requirement. If the Board grants a reduction, adjustment or waiver, the Clerk of the Board

12 shall promptly transmit the nature and extent of the reduction, adjustment or waiver to the

13 Treasu rer.

14 (EI~) Except for projects listed in subsection "b" of this Section 315.3, the Planning

15 Commission's Guidelines for Application of San Francisco's Inclusionary Affordable Housing

16 Policy shall apply, where applicable, to housing projects not otherwise covered by this

17 Ordinance because of the application dates set forth in Section 315.3(a), (b), and (c).

18 SEC. 315.6. COMPLIANCE THROUGH IN LIEU FEE.

19 If the project applicant elects, pursuant to Section 315.4(e)(2) that the project

20 applicant will pay an in lieu fee to satisfy the requirements of this Program, the project

21 applicant shall meet the following requirements:

22 (a) By paying an in lieu fee to the Treasurer for use by the Mayor's Office of

23 Housing for the purpose of constructing at an alternate site the type of housing required by

24 Section 315.5 within the City and County of San Francisco.

25
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1 (b) The amount of the fee which may be paid by the project applicant subject

2 to this ordinance in lieu of developing and providing housing required by Section 315.4 shall

3 be determined by Mayor's Office of Housing ("MOH") utilizing the following factors:

4 (1 ) The number of units required by Section 315.5 if the project applicant

5 were to elect to meet the requirements of this section by off-site housing development. For

6 the purposes of this section. developers of 5-9 units may elect to calculate the unit

7 requirement using the direct fractional result of the total number of units multiplied by the

8 percentage of off-site housing required. rather than rounding up the reSUlting figure <:lli

9 required by Section 315.5Ial.

10 (2) The affordability gap as identified in the "Jobs Housing Nexus Analysis"

11 prepared by Keyser Marston Associates, Inc. in June 1997 for the Maximum Annual Rent or

12 Maximum Purchase Price for the equivalent unit sizes.

13 (3) Annual adjustments to the affordability gap based upon the percentage

14 increase or decrease in the Average Area Purchase Price Safe Harbor Limitations for New

15 Single Family Residences for the San Francisco Primary Metropolitan Statistical ("PMSA")

16 established by the Internal Revenue Service ("IRS") since January 1st of the previous year;

17 provided however, that in the event that said percentage increase exceeds 20 percent, the in-

18 lieu fee shall be increased by 20 percent, and the difference between the percentage increase

19 in the Average Area Purchase Price and 20 percent shall be carried over and added to the in-

20 lieu fee adjustment for the following calendar year. In the event that the IRS does not adjust

21 the above figure within 14 months, the Mayor's Office of Housing shall authorize and certify a

22 study for adjusting the last published IRS figure to be effective until IRS revises the figure.

23 (c) Within 30 days of determining the amount of the fee to be paid by the

24 applicant, MOH shall transmit the amount of the fee to the Treasurer. Prior to the issuance by

25
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OBI of the first site or building permit for the project applicant, the project applicant must notify

the Planning Department and MOH in writing that it has paid in full the sum required to the

Treasurer. If the project applicant fails by the applicable date to demonstrate to the Planning

Department that the project applicant has paid the applicable sum in full to the Treasurer, OBI

shall deny any and all site or building permits or certificates of occupancy for the development

project until the Planning Department notifies OBI and MOH that such payment has been

made.

(d) Upon payment of the fee in full to the Treasurer and upon request of the

project applicant, the Treasurer shall issue a certification that the fee has been paid. The

project applicant shall present such certification to the Planning Department, OBI and MOH

prior to the issuance by OBI of the first site or building permit or certificate of occupancy for

any development subject to this Section. Any failure of the Treasurer, OBI, or Planning

Department to give any notice under this Section shall not relieve a project applicant from

compliance with this Section. Where OBI inadvertently issues a site or building permit without

payment of the fee, OBI shall not issue any certificate of occupancy for the project without

notification from the Treasurer that the fee required by this Section has been paid. The

procedure set forth in this Subsection is not intended to preclude enforcement of the

provisions of this section pursuant to any other section of this Code, or other authority under

the laws of the State of California.

(e) All monies contributed pursuant to this section shall be deposited in the

special fund maintained by the Controller called the Citywide Affordable Housing Fund. The

receipts in the Fund are hereby appropriated in accordance with law to be used to (1)

increase the supply of housing affordable to qualifying households subject to the conditions of

this Section, and (2) pay the expenses of MOH in connection with monitoring and
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administering compliance with the requirements of the Program. Monitoring and

administrative expenses shall be appropriated through the annual budget process

orsupplemental appropriation for MOH. The fund shall be administered and expended by

MOH, which shall have the authority to prescribe rules and regulations governing the Fund

which are consistent with this Section.

(f) Lien Proceedings. (1) A project applicant's failure to comply with the

requirements of this Section shall constitute cause for the City to record a lien against the

development project in the sum of the in-lieu fee required under this ordinance, as adjusted

under this Section.

(2) If, for any reason, the fee imposed pursuant to this ordinance remains

unpaid following issuance of the permit, the Treasurer shall initiate proceedings to impose the

lien in accordance with the procedures set forth in Chapter 10, Article XX of the San Francisco

Administrative Code to make the entire unpaid balance of the fee, including interest, a lien

against all parcels used for the development project. The Treasurer shall send all notices

required by that Article to the owner of the property as well as the sponsor. The Treasurer

shall also prepare a prel'iminary report notifying the sponsor of a hearing to confirm such

report by the Board of Supervisors at least 10 days before the date of the hearing. The report

to the sponsor shall contain the sponsor's name, a description of the sponsor's development

project, a description of the parcels of real property to be encumbered as set forth in the

Assessor's Map Books for the current year, a description of the alleged violation of this

ordinance, and shall fix a time date and place for hearing. The Treasurer shall cause this

report to be mailed to the sponsor and each owner of record of the parcels of real property

subject to lien. Except for the release of lien recording fee authorized by Administrative Code

Section 10.237, all sums collected by the Tax Collector pursuant to this ordinance shall be
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held in trust by the Treasurer and deposited in the Citywide Affordable Housing Fund

established in Section 313.12.

(3) Any notice required to be given to a sponsor or owner shall be sufficiently

given or served upon the sponsor or owner or all purposes hereunder if personally served

upon the sponsor or owner or if deposited, postage prepaid, in a post office letterbox

addressed in the name of the sponsor or owner at the official address of the sponsor or owner

maintained by the Tax Collector for the mailing of tax bills or, if no such address is available,

to the sponsor at the address of the development project, and to the applicant for the site or

buildinq permit at the address on the permit application.

(g) In the event a building permit expires prior to completion of the work on

and commencement of occupancy of a housing project so that it will be necessary to obtain a

new permit to carry out any development, the obligation to comply with this Program shall be

cancelled, and any in-lieu fee previously paid to the Treasurer shall be refunded. If and when

the sponsor applies for a new permit, the procedures set forth in this ordinance regarding

construction of housing or payment of the in-lieu fee shall be followed.

(h) In the event that a development project for which an in-lieu fee imposed

under this Section has been fully paid is demolished or converted to a use or uses not subject

to this ordinance prior to the expiration of its estimated useful life, the City shall refund to the

sponsor a portion of the amount of an in-lieu fee paid. The portion of the fee refunded shall

be determined on a pro rata basis according to the ratio of the remaining useful life of the

project at the time of demolition or conversion in relation to its total useful life. For purposes

of this ordinance, the useful life of a development project shall be 50 years.
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APPROVED AS TO FORM:
DENNIS J. HERRERA, City Attorney

By:
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